
STATE BOARD OF ACCOUNTS 
302 West Washington Street 

Room E418 
INDIANAPOLIS, INDIANA 46204-2765 

 
 
 
 
 

REVIEW REPORT 
 

OF 
 

DEPARTMENT OF COMMERCE 
 

STATE OF INDIANA 
 

March 1, 2002 to February 9, 2005

seast
B25643



 



-1- 

TABLE OF CONTENTS 
 
 

Description Page 
 
Agency Officials..................................................................................................................................  2 
 
Independent Accountant’s Report ......................................................................................................  3 
 
Review Comments: 
 Final Report .................................................................................................................................  4 
 Fixed Assets ...............................................................................................................................  4 
 Loan Receivables ........................................................................................................................  4-5 
 Loan Issuance Controls – Indiana Recycling and Energy Development Board ..........................  5 
 Contract Approval ........................................................................................................................  5 
 
Exit Conference..................................................................................................................................  6 
 
Official Response ...............................................................................................................................  7-14 
 



-2- 

AGENCY OFFICIALS 
 
 
Office Official Term 
 
Lieutenant Governor Hon. Joseph Kernan 01-08-01 to 09-07-03 
  Hon. Katherine Davis 10-20-03 to 01-09-05 
  Hon. Rebecca Skillman 01-10-05 to 01-11-09 
 
Executive Director Tom McKenna 01-08-01 to 12-22-02 
  Tim Monger  12-23-02 to 01-03-05 
 
Secretary of Commerce Patricia Miller 01-10-05 to 01-11-09 
 
President of Commerce Michael Maurer 01-10-05 to 01-11-09 
 



-3- 

 STATE OF INDIANA 

 AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS 
   302 WEST WASHINGTON STREET 
   ROOM E418 
   INDIANAPOLIS, INDIANA 46204-2765 

 
   Telephone: (317) 232-2513 
   Fax: (317) 232-4711 
   Web Site: www.in.gov/sboa 

 
 

 
 
 
 
 
 
 
 
 

INDEPENDENT ACCOUNTANT’S REPORT 
 
 

TO:  THE OFFICIALS OF THE DEPARTMENT OF COMMERCE 
 
 
 We have reviewed the receipts, disbursements, and assets of the Department of Commerce for the 
period of March 1, 2002, to February 9, 2005.  The Department of Commerce’s management is responsible for 
the receipts, disbursements, and assets. 
 
 Our review was conducted in accordance with attestation standards established by the American In-
stitute of Certified Public Accountants.  A review is substantially less in scope than an examination, the ob-
jective of which is the expression of an opinion on the receipts, disbursements, and assets.  Accordingly, we 
do not express such an opinion. 
 
 Financial transactions of this office are included in the scope of our audits of the State of Indiana as 
reflected in the Indiana Comprehensive Annual Financial Reports. 
 
 Based on our review, nothing came to our attention that caused us to believe that the receipts, dis-
bursements, and assets of the Department of Commerce are not in all material respects in conformity with the 
criteria set forth in the Accounting and Uniform Compliance Guidelines Manual for State Agencies, and appli-
cable laws and regulations except as stated in the review comments. 
 

STATE BOARD OF ACCOUNTS 
 
July 27, 2005 
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DEPARTMENT OF COMMERCE 
REVIEW COMMENTS 

February 9, 2005 
 
 

 
FINAL REPORT 
 
 The Department of Commerce ceased to exist on February 9, 2005, upon enactment of Public Law   
4-2005.  The law provided that the duties conferred on the Department of Commerce relating to energy policy, 
tourism, and community development were transferred to the Office of Lieutenant Governor.  The duties 
conferred on the Department of Commerce relating to economic development in Indiana were transferred to 
the Indiana Economic Development Corporation established by IC 5-28.  The property, funds, and obligations 
of the Department of Commerce were transferred to the newly established Indiana Economic Development 
Corporation and the Office of the Lieutenant Governor in accordance with the duties assumed. 
 
 
FIXED ASSETS 
 

As stated in our prior Audit Report B18873, the fixed asset inventory of the Department of Commerce 
was not complete as to additions and retirements and assets.  Additionally, an annual physical inventory of 
assets owned was not conducted. 
 

Each state agency is required to report to the Auditor of State all additions and retirements of assets 
with a cost of $5,000 or more (currently $20,000).  Assets costing more than $500 but less than $5,000 (cur-
rently $20,000) must be maintained on an asset control system at the agency.  (Accounting and Uniform 
Compliance Guidelines Manual for State Agencies, Chapter 10).  Assets at the minimum level of $500 must be 
tagged.  Assets should be tagged upon receipt.  (Accounting and Uniform Compliance Guidelines Manual for 
State Agencies, Chapter 10). 
 

Once a year, after receiving a Fixed Asset Master Listing, a physical inventory is to be taken and com-
pared to the Master Listing and the agency's listing of assets from its asset control system.  (Accounting and 
Uniform Compliance Guidelines Manual for State Agencies, Chapter 10) 
 

Successor agencies to the Department of Commerce should maintain assets obtained from the 
Department on a perpetual basis with complete information as detailed in Chapter 10 of the Accounting and 
Uniform Compliance Guidelines Manual for State Agencies. 
 
 
LOAN RECEIVABLES  
 
 As stated in our prior Audit Report B18873, loan receivable balances are maintained on the Auditor of 
State's accounting system as assets for the fund/center that issued the loans.  At February 28, 2002, the De-
partment of Commerce had a total of $12,342,414 in loans receivable.  At that time, our review of records 
found that $2,995,303, or 24% of the loans, had not had a payment recorded in the last two years.  The ac-
counting section records indicated that defaults occurred from 1991 with various legal actions taken. 
 
 As of March 31, 2005, $2,574,517 remained recognized as loans receivable from those that were in 
default status in 2002.  Also, an additional $593,086 of loans became delinquent through March 31, 2005.  
Final determination that the loans are uncollectible had not been obtained from the Attorney General's office or 
communicated to the Auditor of State.   
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DEPARTMENT OF COMMERCE 
REVIEW COMMENTS 

February 9, 2005 
(Continued) 

 
 

Each agency, department, institution or office should have internal controls in effect, which provide 
reasonable assurance regarding the reliability of financial information and records, effectiveness and efficiency 
of operations, proper execution of management's objectives, and compliance with laws and regulations.  (Ac-
counting and Uniform Compliance Manual for State Agencies, Chapter 1) 
 
 Successor agencies to the Department of Commerce should ensure timely and ongoing commu-
nication with the Attorney General's office related to loans in default.  Determinations that the loans are 
uncollectible should be submitted to the Auditor of State in order to remove them from loan receivable status. 
 
 
LOAN ISSUANCE CONTROLS – INDIANA RECYCLING AND ENERGY DEVELOPMENT BOARD 
 
 The Department of Commerce issued a loan to Cable Plastics Reclaiming, Inc., in the amount of 
$500,000.  The company received the loan in June 2004, yet went into default without making the first pay-
ment that was due January 2005.  The company was a new venture with multiple related party transactions.  
We reviewed the loan information and found that the most recent financial information on file was that 
contained in the November 2003 application.  It appears that there was inadequate financial and going con-
cern analysis pertaining to reviewing loans for new companies.  Also, the financial monitoring was untimely as 
the loan was fully issued without recent financial information that could have been compared to the projections 
relied upon.  
 
 Each agency, department, institution or office should have internal controls in effect, which provide 
reasonable assurance regarding the reliability of financial information and records, effectiveness and efficiency 
of operations, proper execution of management's objectives, and compliance with laws and regulations.  (Ac-
counting and Uniform Compliance Manual for State Agencies, Chapter 1) 
 
 Successor agencies to the Department of Commerce should review procedures for granting loans to 
new companies and include performing further analysis on market risk and related party transactions.  Also, 
timely financial monitoring should be required, especially prior to issuing the state payment. 
 
 
CONTRACT APPROVAL 

 
Our testing of payments issued to vendors by the Department of Commerce for contractual services 

found that three of nine contracts reviewed were in effect prior to approval by the proper officials.  One was 
fully completed over the period January 2003 to March 2004 without a contract in place.  The other two con-
tracts were approved one to two months after the services began. 

 
When a contract is put into effect before proper approval, internal controls over contract compliance 

and payments are reduced. 
 

IC 4-13-2-14.1 and 14.2 require that a contract to which a state agency is a party must be properly ap-
proved and in writing. 
 
 Successor agencies to the Department of Commerce should assure that contracts are approved 
by the proper officials before the services begin. 
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DEPARTMENT OF COMMERCE 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on August 23, 2005, with Anne Hazlett, Chief of Staff of the 
Office of the Lieutenant Governor; and Steve Boyce, Deputy Chief of Staff of the Office of the Lieutenant 
Governor.  The official response has been made a part of this report and may be found on pages 7 and 8. 
 
 The contents of this report were sent to Tom McKenna and Tim Monger, former Executive Directors of 
the Department of Commerce.  Their official responses have been made a part of this report and may be 
found on pages 9 through 14. 
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